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Capital Expenditures by Manufacturing
Industries in the Postwar Period

MANUFAI:I"UREHS* invesiment in productive Ezetl-
then gioee 15 Lins about equaled the hook volue of thedx
fross capital assets ot the beginning of the peried. Even
after allowing for the rlse in the priea level amad higher
roeplagement gosta, pDew fxcilidey installed sines 1946
acconnt for a larss pattion of the arrent gtoel of manm-
factnrers' fixed capltal-

The new data by manmfasturing proops Iexe premented
for the first vime show that t1he Fargest capitnl expanslon
relative to the book value of gross gapital asscts at the end
of World Waz 1T oocurred in indostries producing motor
vuhicles, sloctrical machinery, sand chamieals. The srapl-
¢t relative jncrease occurred dn bagic and fabelcated

Summary

metals; the rubber and Food induostries afae bad below
" average rates of expansion. Thore wae g fairly close rclo~
tionship among mannfactaring indusirles hobtwesn the
relative size of the postwor mpension ami the postwar
yabe of retuwrn oo invegted gapital, .

Large, mediom and small coneeynz have a1l ahared in
this bagic expansion,

- By late 195], only dufense and defonse-pupperting indws-
tries were conlinning to show inereases in Investment
ratesd, Thest outdays are being stimulated by the more
than £ billion of propored facilitics certificd to menu-
fasrurers vyndar the repid tar amortization proprame—ofl
wikigh only one-third will be in place at the end of this year.

In the present phase of the mobilization program particular
abtention has been focused on plant and equipment pro-
grama of business. This interest arises not only ocut of the
necessity for incrensing productive capacity in defense and
defense-supporting industries butb also from the mmpact of
investment on economic stabilization and scarce materials,

Although information has been available on the capitaf
outlays by msajor indusiry groups, viz, manufocturing, the
dectric and pas utilities, transportation, mining and eom-
mercial companiea, adequate evalustion of these outlays
hes been hampered by the lack of a current breakdewn and
continnous data within the mennfacturing sector—espe-
cially a8 between defense and nondefense aress. This sector
alone has sccounted for cloze to hall of all sapital outlays by
business.

The new estimaies of mr?enditfuraa for new plant and
squipment by major manvfacturing groups cover actual
outlays from 1945 fo the third quarter of this year and
outlays CPlnnned. by business during the fourth quarter of
1951 and the first quarter of next year, The pew data form

an integral pari of the regular quarterly and annual surveys.

of nonagricultural business expsnditures for new plant and
uipmsnt econducied jointly hy the e of Pusiness
conotivies oond the Securtfies and Hrchamige ATE
The estimates for capital outlays by oll nonagriculturel
. business after incor]ilamting the new manuficturing date
are shown in table 1.

Revision in total manufacturing series

The revised estimates for total manufacturers’ outloys
differ from the old series in that they are adjusted to the
DIVISGw, OFELOR OF BUaNISE shomobiea . © e STRDCTURE

1In urmm.. the stifanto ingrodiend B bl articky ropresent & rerlabm of proviooaby
E:I bl Las h&hn iy fsg By ng téctor—a Brit stop in & platmed rovlaion of avory
mmwmpm Farvey busod o sddliionn] mmpl doto sod oow estimativo

gross enpital nesets and industriel elassifiestion of sorpora-
tions as reporied fo the Bureau of Internal Revenue during
the 1948 tax year rather than duriog the 1340 tax your.
More importantly, the new seriez utilize the mandaso
anoual reports of essenti all manufacturers registers
with the Securities and Exchangs Commiscion mther thar
only those reporting in the plant and equipment quarterly
survey. In both the mew and old series the registered cor-
pornilons are su;;plem&n:t-ad by the Office of Business Eto-
nomics' sample of nonregistered companies. The new series
alzo utilizes rore refined estimating technigques as well az an
adjnstoent for bisses arizing aut of changes in the husiness
popalation.

1t should be noted that some of the difference in moverent
batwesn the new and old manufacturing astimates may be
offaet when the nonmanufacturing imdusiries are adjusted to
the new benchmark, This may be especially true in wining,
and more particulsily in nenferrous metals, where the use of
the new Burenu of Internal Revenus universs resulte in the

ification as mining companies of & few leading refiners
with large mining asctivities. For soms purposes, it may be
desirabla to group together corresponding manufacturing
and miping industries, and sush combinations will be pre-
sented in Fortheoming revision of the nenmanufacturing
series,

The new menuincturing estimaies sre based on expendi-
turcs for plant and types of machinery and equipment for
which the reporting company maintaing depreciation ne-
counts. Since these estimates refer to purchases of capital
goods by the users and exclude rapital outlays charged to
current expenses, they differ from those obtained by the
cornmodity-ow approach which utilizes cutput data to
mensure purchases of eapital goods by type rather than by
ownership, and where the distinction betwesn current aed
agpital nccount is based on type of item rather than on
buginazs practice, The prezent manufaciuring series alzo
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exclude new capital goode loased by manuiacturers from
nonmanufacturers. A fuller deseription of the series and
their eom; ility to other related published series appesars
in the technical notes to this sxticle.
Capital goods outlays in the postwar period

At the end of World War II, manufacturers ware faced
with an unprecedented demand for both consumers’ and
producers’ goods. A substantial pert of their produciive
copacity, however, was geared to war %gods output—yhile
their eivilian goods plant was depleted by the foreed disin-
vestment during the war years.

ware characterized

As a result, the esrly postwar r _
rapidly mounting investment in. fixed assetz—with the avail-

Chart 1 —Mantiiactirers’ Expenditures for New FTant aod
Equipment !
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ahility of capital goods the major [imiting factor, Manufac-
turers’ expanditurss for new plant and sguipment almost
doubled fromm tha first to second half of 1945,  Ouilnysz rose
by 70 percent from the full wear 1046 to 1946 then
ingrensed by another 30 vont in 1947 (seo chart 1). In
addition, manufacturers in 1946 purchased about $1 billion
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of surplus facilities from the Govermment. While capitel

ds costs rose steadily and sharply throuphout this period,
the rate of new physical additions to productive capacity in
1947 was two-thirds higher than in 1945, .

The rate of incresss in manufactorers’ expenditures for
new plant and equipment slowed markedly in 1945 to slightly
over 5 percent rom the previous year, primazily reflecting
inerenses in prices.  Ontlay: veached s platesy in late 1948
and early 1949 and then turmed downward—the decline
continving through early 1950, Whils such factors sas
rednced mmintﬁs and orders played some part iv che redue-
tivn of one-fifth in fixed Invesiment in 1949, 2 major factor
gmbably was the slimination of a luitle té:\art of the backlog

emand for plant and equipment. ough fixed invest-
ment is recognized as more volatile than over-all achivity, it
may be noted there was only a negligible decline in iotal
gross national net and in manufacturing sales from 1948
ta 1949 (less 1 percens each),

HExpenditures in 1948, totaling $9.1 billion, were mors than
four and one-half times the capital outlay of $1.9 billion in
1930 (gee fabie 2). The dollar velus of manufacturers’ sales
ond profite after taxes m 1948 were, respectivaly, 3.4 and 3.9
times their 1959 rates. Adjusting for the roughly 75 percent
rise in capital goods prices, the increasa in the voluome of
additions in 1948 above 1939 was aboub 170 percent, or
double the rise in the physical wolume of manufecturing
ourtput.

he outbreak of Korean hoatilities in mid-1$50 introduced
a hnew inte manufocturers’ investment plans.
Invrestment decistons were inflnenced not only IIJ:E the addi-
tionn] capacity which would be required to meet the expected
ihereases in both civilian and military demand, but by
the reslization that investment wounld 20on be limited by the
materials sitvation. A= o result, menufacturers’ cuilays
increased sharply in the second half of 1850 to o new peak.
This rise in ontlays hes contimued through the third quarter
of this year and in apgrerste is snticipated by manufac-
turera to resch & penk rate in tha fourth quarter of 1951 s#nd
(alter sensonal adjustment) in the first quarter of 1852,

Manufacturers’ 1951 investment programs

Manufacturars expact to spend $11.1 billion on new plant
and equipment in 1951, or 49 percent move than in 1950,
Drespites sharp rizes in eapitsl costs, the physiesl
volume of additions in 1953 will be almoss two-fifths higher
than in 1950, while the reie in the finsl quarter of thiz year
m]l_ﬂ]:ia four-fifths higher than in the immediats pre-Eorean
period.

To o large exteni, the magnitude of the 1050 to 1351
chenges in fixed investment among the warious industries
appeared Lo ba related to the degree of participation in the

Tahle 1.—Expenditures om New Plant and Equipment by United States Business, 1%45=51 1
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Tahle 2. —Mannfactupers’ Expenditures for New Plant and Equipaeent, by Industry, 1939 xnd 1945-51 2
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mobilization program. Thus oply industries which aze
almest completely engaged in nondefense activity, such as
spparal, furniturs, and printing aod publishing, Jdid not
ineresse theair cnlpit.a.l ontleys from 1050 to [951. On the
cther hand, the largest relative increnses during this period
were ameng those groups most olosely related to defense
sutpul: nenautomotive transportation equipment (180 per-
cent), primary nanierrous metals (135 percent), and primary
ron and stesl (120 percent). Capital outlays b% other
defensesupporting indusiries also inereased, with rubber up
85 percent in 1961, while chemicels and petroleum expanded
by 65 and 30 percent, respectively.

Ezaminstion of the guorterly date indicates thai the
major aren of expansion in the Iatter ({.m of 1951 was in
the defense and defcnse-supporting industries. All of the
maotals fabricating industries, as well as producers of petro-
levm, chemicals and rubber ]%md ucts, Wera antisipating 'B?’Eﬂk
rates of expenditures in the niguﬂrtar of the year, With
the exception of =tone, clay glass, sll the remaining
industries were showing declining rates by the end of the

enr,

The falling investment by industries net closely related
to the defense effors is un]idpnrtly_due to demand factors.
While the continued reduced raie 1o consumers’ poods de-
mand from that earlier in the yesr undouhtedly diseourszed
some investment, Government policies in the allocation of
critical materials and in lmniting construstion moy well be
more restrictive factors currently.

The defenss industries, on the pther hand, not only are in
5 better sales and orders position but their investinent pre-
grams have highar priorities in materials alloestions and are
stimulated by the various governmental aide to facilitics ex-
ponsivn.  Certifientes of necessity awardad to ronnyfacturers
under the rapid tox amortisation pmlﬁmm crrently cover
proposed investrnent of about $3 billion,  Flanta in the
metals fabricating indusities account for abont $5 billion,
while petroleum and chemiecsl companies hove somewhat
over $2 billion of facilities cectified. Since cnly about one-
third of these expansion prograts will be in plaes bt the
end of the year, these defense and defense-related induos-

tries are a significant area of strengih in the shert-ron invest-
ment pictare.

Relation to fixed assets

Although an mperfect messure, soms insight into the size
of the posftwar cxpension in manufack facilities is
efferded {ecom ison with tha bools values of gross capital
aesets at the end of 1945,  Such data are svailabls oply for
corporations which, hewaver, account for the great bulk of
the total,

In the five years 1944 thruu%h 1950, corporate menufac-
turers’ expenditures for new plant and egquipment totaled
£37.2 hillion. (aboud 86 parcent of she total for sll manulastur-
ing) eomparad to $52.5 biilion of groes capital nssets ot the
end of 1945 and $23.3 billion of pet capital assets. By the
end of 1951 an addilional $11 billion will be expended by
eorporationa for new capitel goods.

_Thus the plant and equipment expendifures by corpora-
tions sinee 1945 have approximately aqualed the book value
of corporate groes capibal assets ai the heginning of this
pericd.  Malong rough allowsnce for the different agricea
reflected m the book values and postwar outlays, and adjust-
ing &0 o commoen base, the gToss capital assets at tho end of
1948 arnounted to an estimated 62 billion in 1945 dollprs as
against about 336 killion of expenditures in 1945 dojlars in
the 1946-51 igd. If both Azures are adjusted for gross
ratirements sines 1045, it appesrs thet approximately twro-
Bfthe of the enrTent gross stock of fixed capitel is less than
six years old. This ratio is subject to a subsiantial umr%m
of arror in view of the inadequacy of price deflators both for
postwar capital expenditores and partisolarly for the stoek
of capilel goods ab the end of 1945. There is reason to be-
liewe that the real stock of capitel 4§ the end of 1945 ig some-
what understaled by the procedurses used. Since an estimate
of net stock of capitel would be subject to even larger errvors,
np further adjustment has been mads in the gross ratio to
determine the proportion of the currentnetstock of mapufac-
%%rm Iﬁxad investrent atiributabla to additions sinse Warld

ar I1.
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Chapt 2.—Matdaeturers’ Expendliaras for New Flant and Equipment: Selested Durable and Noodurable Goods Todogiries ?
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The compurison of postwar capital gutlays (in current
dollars) and the bock value of gross eapital sssats is shown
in table 3. Ik may be noted that the expansion from 1846
through 1950 exceeded the bool: volee of gross capitel assets
at the end of 1945 in the motor vehicles, beverages, and
electiicel machinery industries. By tha end of 1851, the
industries whose postwar expansion will exeeed their gross
fixed essets ai the end of World War II also inclode non-
;llestrica.l machinery, chemicals, textiles and stone, clay and

hss,

Relation to return on im:egted capital

A major determinent of mvestment decisions is the
ected rate of reburn on investmnent. Im view of the
relatively long pericd required to recover the original cost
and the caleulated return above that cost, thess expecta-
tlong invelve fairly long-term projections of ecconomic con-
ditions. Although it is wvot poseible to quawntily thess
expaciations by businessmen either by industries or in
aggrogate, some iusight may be gmned by comparing the
magmitude of the poséwar exponsion n each industry with
that mdustry’s retwn on investment. This procedurs
mplicitly sssumes that businessmen's cnrrent experience is
given important waight in their anticipation of futuze
raiunrn.,

The dots used for this purpose are the ratio of expendi-
tures in the 1946-50 period io fixed assets at the end of
1948 and the av return {nfter taxes) on invested capital
in the 1946-50 period. It should be noted thai gross capital
assets at the end of 1943 were vsed o insure industrial com-
parability in the dotn, and that the usc of pross cnpital assets
at the end of 1945 would not maserially change these results.

It should also be noted that the ues of gross fized assets az o
mesasure of the stock of capital presents several problems
including pricing and the appeopriateness of gross rather
than bet assetz. Also the use of book value of mwestad
capite] may not obly vnderatats the replacement cost of
such capital durmg period but more importantly may
affect the various mdusiries differently.

When the industries are ranked by these ratios, it is found
that motor vehicles had both the greatest relative cupital
expansion and the highest rate of returs on Investad capital.
Chemicals ard electrical machinery ranked second nnd third
ir relative expansion snd fourth end second in the rote of
return. At the sther exireme transportation equipment and
both primary iren and steel and primary nooferrous metals
had the lowest ratic of ¢apital cxpenditures to 18948
fixed ss2ets and, excopt for tobacco and rnbber, the lowest
rates of retwin on invested capital. Tobacco and paper
products were the only industries showing significant davin-
tions between the two ratios. )

These observations are intended to be suggestive rather
than definitive in view of the native of the data. It is in-
tended to do some further work along these lines, including
pn exsmination of sales and orders position it an attempt to
determine induetrizl differances between postwar capital
axpansion and demand pressures on capacity.

Postwar investment by size of firm

Manufacturing companies with assets over $100 million

in 1844 accounted for about 46 percent of totel manu-
neturers’ expenditures on plant snd equipment d.u.rin&‘
1050, Corporotions with assete betwoen %5 million an

3100 millicn expended 30 percent, the ar corporations
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spent 20 percent (with somewhad over half by the 51 o
$§enmﬂﬁon up), while noncorporate m:mnufg:cturara o
counted for the remaining 4 percent.

When investment trends are examined hy siza of firm it is
found that all size groups experienced the seme general
movements during the twar Jaam—mpidlr rising fived
investment in 1948 and 1947, slower rates of increase in
1048, declines in 1049, recovery in 1950, and substantial
expansion in 1951. There were, however, significant dif-
ferences among the wmze 5rn:-upa in the relative mognitude
- of the aanuel changes, These differences which are dis-
eussed below were found to be geperslly true within manua-
facturing indusiries, :

Thongh there was Little difference batween the two largest
gize groups—355 million to 3100 million and $100 milion and
over—in the year-to-year percentege changes, these lerger
firms differed substantielly from the trends of corporations
with asseis under $5 milhon. In both 1946 and 1947 the
fortner groups expanded considerably more relatively theo
did the smaller 8. It is also interesting to note that
there wag g zimilay diferenee in behavior betwasn compsaniss
with nszets batween $1 million to $5 miliion and those with
wssets under $1 million. The relationship hetweesn size and
relative copital ex ion was gencrally reversed in 1945—
with the Imger showing the proporiionally emnller
rige in expenditures,

Thesa results = t that in 1946 and 1947 when supply
was the mnjor limiting factor, the larger firms were 1n a
better poeition to obtain delivery of capital goods than were
the smaller eompanies. A capital goods output inereased
and demand pressures by large manufacturers .
smaller corporations weare batter abla to satisfy their deferred
demsnds.

Capitzl outlays by the smaller firms declined proportion-
ately more in 1949 and incrensed relatively more in 1950
than did thosa of the lnrper componies. Thess trends are
probably doe to the differential eyclical impact on various
size groups of firma, It has generslly heen found that
operntions of the Jarger firms sre less sensitive to changes

© Table §.—Manniaetaying Corporations’ Featwar Caplral Expendi-
tures aud Grozy Capital Asxeta, 1945 L
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in activity than arve the smaller finnz, A special study of
1949 setual and anticipated capital outlays by manufactirers
su% ts this conelusion in that yesr. .

Che sfudy found that, smong menufaciurers reducing:
thetr 1940 capital spending more than onefourth from.
earlier plans for that year, changes from expectstions in
salez nnd net earninpgs were given as the principal reasen
relatively more frequently by amall firms than by large
COmpeniag.?

Takle 4.—Munufacturing Corporatiors: Poreonta Chan in
Hew Plant aud Equipment Expenditures by Total Axgeta-Siee 2
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All sizes of firms contributed to the upsurge in capital
expenditures following the outbreak of hostilies in Korea.
Howarer, the ralafive axpansion from 1950 to 1851 by firms.
with assets over $5 million was greater éhan that of com-

anies with less than $5 million of agssts. Whila this woe
ound #0 be mwast indttstxfas, the digemnaes in the
proportisnate In. capital outleya by d=e ups
within industries were narrower thunﬂ&fu the all-i E?suy
regates, _

e greater spread o the aggregates was in part dua to
the emphasis ot this stags of the mobilization program on
increasing capacify in basic materials—fields where due to

ish capital requirements large companies predominate. In
dition, allacations of senres materials during tha latter
part of 1951 were more stringent in oondefense industries.

stich as apparel, furniture aod lumber—arens weighted
movs hes by the emallor firms, The sffocts of these
factors are more s:.laarlly shown In the quarterly data (zee
tabla 5). Capital outlays by firms with assets under 35

million reached their peak in the second quarter of 1951
and started to decline in the third quarter. Firms with
ovar $5 million of assatz anticipate spending at record rates.
d}n'ingz}ﬂsm finel quarter of 1953 (and in the firet quarter
of 1952],

Industrial patterns in postwar investment

Az can be seen in chart 2 and table 2 every major manu-
facturing industry underwent a substantial posiwar expan-
sion t:-in m_udarmmth tion of dl:i:tl"i"ﬂ facﬂ;?tish—with anme
varations In the magnitude and timing e | .
The variptions in the carly postwar years reflested the deé:l‘}:e
:feﬁﬂ.rtlmps.tmn in the war effort and other wor influences as

az normol demand and technologieal factors. How-
ever, these S]Emal influences disappeared in the later post-
War Pﬁbut re-Koresn) period, and the varigtions scermed mora
closeiy releted to sales, sarmings, competitive conditions and
ﬁ;&mmﬁw: Progripd itd thelr Rcalizotbon," Simeey or OuRrEny

1Thisze W TAMSME ATICTE the Tariolin $im grokps g ba slizhily sffoctad by dlforences
iR sopenaen] puuﬂns-ameehzhy i fheg ranr by %nﬂ oo mugs‘um dntg.
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the many other variables usually determining preducers’
investment decisions.

These divergent trends may be more readily saen by ax-
amination of the data broksn dewn by durable poods and
nondurable goods industries. It should Le noted that hath
of these ates contain “defense’” and *‘nondefense” in-
dustrips—although there was a greater concentration of “de-
fense” industries in the durable goods category. From 1945
to 1946, outlays by durable goods indunstries almost doubled
while those of the nendurable goods group were up somewhat
more than 50 percent.

In part this reflecied the greater demand pressures by both
consumars and producers upon the durable goods industries.
Equally important, these industries had to undergo hy for
the larger reconvarsion te peacetime products. A deubl
of capital goods outlays from 1945 to 1946 wos quite typie
smong the durable goods industries, while the expansion g
replacement progroms of primary irot and steel nnd electirical
muchinery brought 1946 outlays to two and one-half times
those in 1945. The smallest increase in the group was sbout
50 percent in the ¥ nenway”’ himber, furnitore aod miscells-
neous group. Oonly the chemicals and ]pa,per mdusiries
among the vondwrables a5 much as doubled—except for
tobaceo manufactures shich inercasad almost four times
from pn extremely low ficure in 1945

With zome of the most vrgont demands met in 1948, naw
plant and equipment expenditures by durable soods manu-
facturers increased only 10 percent in 1947, while nondurable
goods producers roised their mvestment rate by snother 50
percent. Among the durables, only the primory metals
producers showed significent increases in cepital outlays,
while deslines cecurred in professional and selentifie instru-
ments and motor vehicles—the latter reflecting the decision
by major automobile producers to continue to produce their
current models. In nondurables, on the other hand, savery
major industry expanded its rate of investment in 1947—
an(i with the exception of rubber, leather and apparel, quite
appreeciably.

Capital ovtlays by both durabla and nondurable gpeods

industries increased only moderately in 1048—3 and 5§ per-
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cent, respectively—eand then in 1949 every major industry
eurtniled itz rate of installations, The only important
chenges in. the investment rate during 1948 were appreciabla
increnses in bagic steel, peirolenm, and textiles. Eﬁ{lpmdjtures
by the remgining indusiries wers almost equslly divided
between small increases and declines.

Thus moai industries in the pre-Korean ysars reached thair
poaly rates of capital outleys in either 1847 or 1942—uwrith
apme tendency for the consumems durable goods industries
to reach their pesl in the earlier year. Motor Tehicles and
other transportation egquipment, instrumenis, and apparet
atioitied their peaks in 1944, ﬂowwm', motor vehicre-a by
mid-1950 had returned to peak rates of capital expenditures,

The declines in investment during 1949 were quite uni-

* form with only & few industries outside the 20 to 25 percent

range. The patierns for the full year 1§50, howaver, wera
quite divergent. Investment by the durable goeds industries
ineressed by cnefifth with only primary nonferrons metals
and nonautomotive transportaiion eqnipment nob eontribut-
ing to the rise. Capi outl&;.i,;.; by nondurabls manufac-
turers, on the other hand, declined almost 5 percent with
only chemicals, paper, printing and publishing, and rubber
products increasing their mvestment rates.

The annual data for 1950, howevar, obseure the significant
change in investment programs within the year, The Korean
guthrenks resulted in o sharp opsurge in fixed invesiment by
almost every industry and size-group of firms. As can be
seen from the quarterly axponditures (tabla 5{ by the fourth
quarter of 1850 every mndustry cxcept apparel and furniture
wasg showing o ristng mvestment trend, while moet industries
were achieving new peal rates. For the year as & whole
only professional and scientific instruments wers st peaks
in ecapital outlays.

As can be seon in table 2, fixed mvestment in petroleum
{and eoal) tofaled %1.6 billion in 1950, or almost 21 poreent
of total manufacturers’ outlays. The almost 5300 million
of additions in chemicnls was zecond m mportance st 10
percent. Primary iron and stesl, food, and mator vabicles
accounted for 8, 7, and 7 percent, respectively, of the man-
ufacburing total—while textiles and nonelectrical machinery

Table S.—Mannlastorees’ Expendituves for New Mane and Eguipment, Quartexly 1947=52, by Induntrey !
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wera the only other industries accounting for more than
5 percent of total manufacturing capitel cutlays in 1950.
Among these industries in 1951, primary iren and steel and
chemicals geined in relative importance, and petrcleum and

food declined to 18 and & percent, respentively, of the total, -

Technical Notes

The annual estimates of manufacturers’ expenditures for
new plagt snd equipment presented kere for the yoars 1945
through 1980 are based on mandatory annual reparts by
essentially all manufacturing corporations registered with tha
Securities and Exchange Commmission and volundary reperts
to the Office of Businhess Eeconomiez by a sample of non-
ﬁiﬂ-&raﬂ mamufactirers (hoth corporate and noncorporats).

e quarterly estimates are interpolated and extrapolated
by the sama group of nonregistered companies and more than
ons-hali the registered companies which coopersfe in
the guarterly survey.

In aggregnt-a, ou an annuel basis, the registered manyfac-
taurers in 1948 aceounted for slightly over B0 percent of tha
assets of all manufacturing corporations as reported to the
Buresu of Internal Revenue, while the OBE panel accounted
for almost & percent (or somewhat over 14 parcent of the
nonregistered universe). The table shows coverage of
the sample jn each industry for the year 1948,

Although these samples are not random in nature the
corporate coverage of from 42 and 44 percent in textiles
snd fabricated metals to 92 and 94 percent in tohacer and
antomobiles sre belisved te fmpart a rather high degres of
securaey to the industries shown in teble 2, ha *other
durakle and nondarakle igda'on;lﬁ industry groups are subject
to o substantial margin of error—espacislly the lattsr where
the soverage of corporations in leather, apparel, and printing
and puhhfhmg are 38, 11, and 15 percent, respectively.
Furthermore, noncorporate outlays in the “other™ dureble
and nondurable g industries are larger relative to the
total thao in other manufac industries amountin
to 18 percent in 1948.  In the remaining industries, eatimate
outlays by noncorporate manufacturers are relatively oreatest
1 foad (B percent) and beversges (8 percant) and erc typi-
cally 1 ar 2 percent in other arens,

The 1948 benchmark and estimates for other

years

The universe cabtimates for 1848 were derived separately
for mlgistemd and nonmregiatered companies for cach industey

stratified by 7 msset-size groups by spplying the ratio of
capital s outlays to gross capital naseis of the snmple
to the gross capital assets of the universe as mensured by

roturns for the tex yemr !1%4E8 to the Burean of Intornal
Revonue, The industry, asset-size and 5 capital assata
for each reporting fivm was detormined by examination of
the BIR transeript reeords. The resulting estimmates were
then adjusted vpward to cover gll covporstions by the ratio
of sulas of all corporations to sales of corporations reportin
balance sheats to BIR. This ratio in 1948 wis 1.01 for all
manufactoring corporations combined.

Thus those series mn Jevel, ndustty classification (the
latest Standard Indusiriad Clagsifiention} and degree of can-
solidation are om a 1943 Statistics of Income base. With the
exception of o few industries, €he data are essentinlly on an
unconsolidated basiz. In agereoaie, 425 manvfaeturers with
total assets of 17 billion out of & universe with $122 billion
of sssoets filed consolidated retvms in 1048, On pn industrizl
basis, however, 36 companies in petroieum and primary
metols pocounted for over $14 billion, or 78 percent of the
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FPearventape of Total Corporute Assots Aocounted for by Sample
Campanias, by Industrics, 1945 1
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]tjut.-n.l assets of all eorporations reperting on a consolidated
nEkE.

In general, the noncorporate sample was considered
ingdequate to measure capital outlays Ly the noncorporate
universs, Unincorpernted business expenditures wers thers-
fore derived for each industry by applying the ratio of
capital cutlays to sales for corporations with assets under $1
million to nnncurgm’at.a universe sales. Nomeorporats ex-
penditores dervived hy this melhod in 1948 wete aboot 4
percant of toial outlays with about 80 pereent concentrated
m lumber, food, appavel, printing and pubilishing, and
fnbricated metal produocts.

Estimgtes for che years 1945 through 1947, 1848, and 1059
were based on capitel cutlays reporied by the universe of
registered manufacturers and extrapolations irom 1843 by
conatant somples stratified l:aly gize within industries for the
nonregistered companies. In thoss instances where the
aample of nDonvegistered companies was considersd nade-
quate, the samples were supplemenied by the registerad
company deta.  Noncorporste expenditures for new plant
snd equipment mn sach industry were bosed op the invest-
ment trends withip the same industry of corporations with
assets of under §1 million.

Adjustments were made in sach year to correct the con-
stant-firm’ samples for binses arising gut of busingss births
and denths. These adjustments were based on information
on businese births and desths by size of firm within mann-
facturing industries (available frem the OBE's business
population studies) and data en plant and equipment ex-

enditires by new firms collected 11 o survey of investment

¥ new manaizetoring finms. !

120 Noviml Fstimarss of the Fasdnet: Ponelnibo, =8, Biaveys, 1 148, nnd
Copital Requlremerits of Now Maninfusbving I'Ellrhﬁ, Sy oLy, .4|.¢1|11m. e
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The 193¢ estimates gre less refisble. They were derived
by employing two basic methodz of estimation in cach
industry and choosing the figure which eonformed best with
independent esiimates described below. The first method
smply extrapolated the 1947 estimates back to 1030 by use of
the data in the 1929 and 1947 Clensus of Manufacturers with
allowanes for the change in indusztrinl classificalion between
the two Ceneunzes.  The second set of estimates was based on
multiplying the groas fixed assets of all corporations (from
the 1933 Statistics of Income, Part 2} by the ratio of plant
and sqtipment axpenditures to fixed asspts a.muné companies
Tegisterad with the Securities and Kxchan nMMmIission.
Allwance was made for noncorpormte manufacturers by use
of noncorporate enles dats.

Two other sata of estimates were examined m order to aid
in the selection of the final estimates. These consisied of
Chawner's deta’ and sestimates derived by adding 1939
depreciation and depletion charges to the changss m net
tangible assets from the end of 1938 to the end of 1930 as
shown in the 1935 and 1939 Statistics of Income.

Comparison with other series

It is the purpose of thissection to briefly discuss thedegree
of comp llity of these serics with other series on invest-
ment and related dats. . : .

Although the present series utilize the sama definitions and
industry olassification as thosa of the 1947 Censvs of Manu-
factures and the 1849 and 1950 Burveys of Manufacttres,
the use of company-wide rather than plant euileys results
m differances in the astimates. The cansuz data cover only
manufacturine planiz while the new zaries rover all estab-
lishments both manviacturing and noomanufacturing owned
by manufacturers and exclude manufacturing activities of
companies engaged primarily in nonmanufacturing purseits,

1 3pg M atmkeetoring Copitt] Expanditons, Ermyey, Desomnbor 1941 mnd Mod 1948
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The net result of this difference in scope is that the new
series in apch major industry is higher than its census counter-
part. These differences bacoma cially large in thoss
areas where consolidated reperts to BIR are most prevelani.
Thus petreleum and coal, 3 metals and chamicals in
1447 aceount fui' $1.6 hillion nttil ﬂ:ufgf?.ﬁ bﬂhﬂnﬁgexcms ]1':;11
agzregate capital outlays over the 1947 census figure.
genernl, howsver, the industrial trends in the 1947-50 period
are quite ¢lase in both the census and the new series, In
aggregate, the 1949 and 1950 estimates in the latiter serjes
are 18 and 14 percané, respectively, lowsr than 1947, The
corresponding census ﬂgu.res are 15 and 14 perceat.

Recopcilintion of the plant snd equipment expenditures
geries with related construetion snd producers’ durable
equipment components of the national produst must
wait un$] completion of the ravision of the nonroanuingt
segiments of the former series. It may ba vepented here that
the grosa product components differ concepiually primarily
in thelr messurement of investment in automobiles, and in
the inelusion of capital outlays charged to current aceount
and outlays by farmers. These estlmates gemerally use a
commodity-flow approach and messurs the output of all
types of capital goods destined for use by domestic business.
ﬂ QOBE-SEC series messure expenditures by users for
capital goods for which dapreciation accounts are maintained.

he new sertes in classification and scope are directly com-
parshle with the OBE’s series on mannfacturers’ sales, orders
and inwen tories as well ag the Offics’s data on the number of
manyufaeturing businessas. These naw series diffar from the
national income ssries on corporete profits and entrepre-
nearial ineome by manufacturing industries primarily in that
the latier sories are stil! on the previgus Standard Industrial
Classifieation.

Relative to the Federal Trade Commission-Securities and

Exchange Commission finsncial reporting series in menu-
. the major difference arises out of the FTC-SEC

facturing, £
use of a completely consclidated universa,
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